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PUTTING CHINA ON THE GOLD STANDARD. 

BY CHARLES A. CONANT, TREASURER OF THE MORTON" TRUST COM- 
PANY, NEW YORK, AND MEMBER OP THE COMMIS- 
SION ON INTERNATIONAL EXCHANGE OF THE 
UNITED STATES OF AMERICA. 



Western civilization has seemed, during the last few years, to 
be sighing with more restlessness than Alexander for new worlds 
to conquer for its inventive genius and its financial and economic 
organization. Such conquests, happily, where they do not raise 
the question of territorial acquisition, benefit alike those who make 
them and the countries where they are made. Eailway construc- 
tion, within the past decade, has traversed the steppes of Siberia, 
bringing the West within two weeks' journey of the extreme 
Orient; has connected Europe with Central Asia and the Caspian 
Sea; and has carried the shriek of the locomotive through the 
cities where Paul preached, to the capitals of the ancient civiliza- 
tions of Nebuchadnezzar and Xerxes. A railway is being com- 
pleted "from the Cape to Cairo," which is sending offshoots 
through the heart of Africa and spreading the arts of civilization 
through a country which, a generation ago, could hardly be tra- 
versed by the most hardy explorers under armed escort. 

Familiar as are the arguments for the benefits derived from 
railways, their real influence as agents alike of civilization and 
centralized power is often overlooked. They have made possible 
political unions which would otherwise be extremely difficult. 
Many were found who predicted that the American Union would 
fall to pieces of its own weight when it extended to Oregon, and 
the maintenance of Eussian power in Asia would hardly be pos- 
sible without her network of ways of steel. The recent history of 
Mexico is another case in point. Insurrections against the cen- 
tral authority which once spread for weeks before they were even 



THE NORTH AMERICAN REVIEW. 

known at the capital, can now be suppressed by tbe use of the 
telegraph and the railway almost before they have taken form. 
The railway system in China is yet in its infancy, but the coun- 
try promises soon to be gridironed with bands of steel which will 
open a new chapter in her economic life. In addition to the four 
roads already in operation to the extent of nearly a thousand 
miles, not less than five great lines are in process of construction, 
which will connect the chief cities of the interior and the coast, 
and concessions for half a dozen others have been granted, the 
plans for which are being rapidly perfected. 

With the unification of national economic life which will 
come to China with the extension of railways, must inevitably 
come also many other elements of Western civilization. Among 
these will be the use of money and the adoption of modern 
methods of credit. Wherever a railway is in process of construc- 
tion, coined money will be required for buying the products of the 
country and paying wages. Wherever a railway is in operation, 
money will be the only practicable medium for paying freights. 
Hence, railway extension will open new fields for the use of 
money, and introduce masses of the Chinese people to the 
commercial habits of the West. One of the next logical steps, 
therefore, in the opening of China to Western civilization, will be 
the adoption of a national system of currency. 

China has at present no national currency. So far as coined 
money is used at all, it consists of foreign coins. The Mexican 
silver dollar has been for three centuries current on the seaboard. 
Eecently it has encountered competition from the British dollar 
of the same weight and value, coined at Bombay, and from the 
French piastre, also of the same weight and value, coined at 
Paris for the use of the French possessions in Indo-China. But 
in the interior of the Celestial Empire coined money is not used 
at all. There is a medium of exchange, however, in the form of 
copper cash and silver shoes or sycee, the latter being cut into 
parts to meet the needs of different transactions. 

The people of the interior of China, probably, have not yet 
realized the extent to which the lack of coined money hampers 
the development of trade. On the seacoast, however, another 
element has entered into the problem, which is stimulating the 
demand, even among the Chinese merchants, for sweeping reform 
in the monetary system. This element is the frequent change in 
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the gold price of silver bullion. All the silver coins in use in 
China circulate substantially for their bullion value and upon the 
Bilver basis. For many years the disadvantages of the fall of 
silver were felt in China; but they have become acute during the 
past two years, when silver fell from about 30^4 pence per ounce 
in the summer of 1900 to about 25 pence in the autumn of that 
year, and again from that figure to 21 5-16 pence in November of 
1902. The last fall produced a paralyzing effect upon the import 
trade of both foreign and Chinese merchants doing business in 
China, and, by reducing the gold value of the public revenue, crip- 
pled the government in its ability to meet the indemnity payments 
to the Powers. 

When Mexico, therefore, appealed to China to co-operate in 
seeking some remedy for the fluctuations of exchange with the 
gold countries, she received a prompt response. Mexico has 
been progressing rapidly in recent years. This progress has been 
interpreted by some of the ardent friends of silver as due to the 
monetary standard rather than to the energy of the people, the 
extension of railways, the abolition in 1896 of tariff barriers be- 
tween the States, and the many other economic and political re- 
forms introduced by President Diaz and the group of able men 
around him. Mexico has begun to recognize, however, the great 
disadvantage of a monetary standard which differs from that of 
the commercial countries with which she deals. Not only is her 
import and export trade seriously hampered, but hundreds of 
millions of capital which would eagerly be invested in the exten- 
sion of her railways and the development of her lead and copper 
mines are withheld, because of the fear that if converted from 
gold into silver its gold value might fall to a point which would 
extinguish even very considerable silver profits. 

Mexico and China, therefore, joined, in January last, in asking 
the United States to aid them in presenting to other governments 
the question of securing stability of exchange between the cur- 
rencies of the gold-standard and of the silver-using countries. 
President Roosevelt, under the authority of Congress, responded 
by the appointment of a commission, composed of Hugh H. 
Hanna, Charles A. Conant and Jeremiah W. Jenks, which has 
recently concluded its presentation of the subject to the European 
Powers having large commercial interests in the Chinese Empire. 

The first aim of the American and Mexican Commissions has 
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been to put China upon the gold standard. They recognized from 
the first that such a policy was surrounded by difficulties, but they 
believed those difficulties could be overcome by patience, energy 
and skill. The lack of any national monetary system whatever 
in China, while an obstacle in some ways to the introduction of a 
new system, is in other ways an advantage. The Chinese Govern- 
ment escapes the burden which it would be compelled to assume 
if it had to undertake, as Kussia did in 1894 or as Spain is trying 
to do at the present time, to raise a great mass of depreciated 
paper or silver to a fixed gold par. For China there is no such 
problem, because her government is not responsible legally or 
morally for the coins of foreign countries in circulation in her 
seaports. She is undoubtedly bound by the highest considerations 
of financial policy not to take any step which will paralyze com- 
merce and destroy confidence, but this she will be able to do, under 
intelligent management, without assuming the burden of redeem- 
ing at an enhanced gold value the money now in circulation. 

Another element of difficulty in the introduction of a new 
system into China lies in the privileges now enjoyed by the vice- 
roys in regard to coinage and by the local Chinese bankers in 
drawing profits from the exchange of moneys. In the introduc- 
tion of a national monetary system, it is essential that the right 
to coin and issue money shall be concentrated in the hands of the 
central government. The power of the viceroys, however, is too 
great to allow of their privileges being taken away abruptly and 
without their consent. Fortunately for the future of China, the 
viceroys in several of the leading provinces are now men of 
ability, foresight and patriotism, and are themselves likely to 
aid powerfully in giving China the benefits of a national mone- 
tary system. Through reorganization of the taxes and perhaps 
the payment of commissions in distributing the new money, some 
compensation for taking away the right of coinage can be made, 
which will prevent heavy loss of revenue by the viceroys in the 
early stages of the new system. The local bankers, who make large 
profits by the exchange of the silver sycee and the copper cash, 
might also oppose the new system if similar compensation were 
not made to them in the distribution of the new currency. 

The attitude of the foreign banks doing business in China is 
an important factor in the introduction of a new monetary sys- 
tem. They have made great profits during the last few years by 
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the fluctuations in the exchange with European countries and 
with the United States. It might seem that the foreign bankers 
would hesitate to renounce these profits and would oppose the 
introduction of a uniform monetary system. The more the sub- 
ject has been discussed, however, the more the bankers have 
realized that enlightened self-interest, as well as sound public 
policy, demands a system which will reduce the fluctuations of ex- 
change to the usual limitations between gold countries. On the 
Commissions appointed to meet the Mexican and American Com- 
missions at London, Paris, Berlin and St. Petersburg sat repre- 
sentatives of the great banks doing business in the Orient, — the 
Hongkong and Shanghai Bank for Great Britain, the Bank of 
Indo-China for France, the German-Asiatic Bank for Germany, 
and the Busso- Chinese Bank for Russia. These gentlemen all 
agreed that the gold standard for China was ultimately desir- 
able and that measures should be taken as soon as practicable to 
put it into effect. They appeared to be influenced by the con- 
sideration, that what tended to China's industrial development 
would eventually benefit those who conducted her banking busi- 
ness. 

If the new standard were to go into effect within ninety days 
throughout the Empire, undoubtedly losses to the banks would 
occur, so heavy as to cause them to hesitate from motives of self- 
preservation to see it established. It is clear, however, that even 
if difficulties give way with unexpected ease, its introduction must 
be gradual. Introduced probably at first in the cities of the coast, 
where coin is already familiar to the people, it will be extended 
through one coast province to another, and will then make its 
way into the interior, as the people there find how much more 
convenient are coins of uniform size and ascertained value than 
the silver bullion which has to be weighed and assayed every time 
it is used. Exchange between the cities on the coast and the in- 
terior will continue to fluctuate, and the banks will continue to 
derive profits from this source and from others related to the 
introduction of the new system while they gradually readjust 
their methods to the new economic future of China, which will 
grow out of the extension of railways, the introduction of foreign 
capital and the expansion of her import and export trade. 

What is meant by introducing the gold standard into China 
deserves explanation. Upon its face the proposition appears to 
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many persons to be impracticable. If China were to acquire a gold 
currency of three dollars per capita, which is about one-tenth the 
monetary stock of the people of the United States, her popula- 
tion of 400,000,000 would require $1,200,000,000 of gold. This 
would mean a draft upon the world's gold resources equal to one- 
quarter of the entire existing stock. The rich nations of Europe 
and America would undergo a monetary crisis if such a demand 
were successfully made upon them ; and the financial resources of 
China would be utterly incapable of making such a demand suc- 
cessfully upon nations so strong financially and so vitally inter- 
ested in keeping their gold. In short, China could not get the 
gold. 

How, then, is China to set up the gold standard? Can she have 
a gold standard without a gold circulation ? If this question had 
been asked a generation or two ago, without the experience of 
many nations in recent years, it would probably have received an 
emphatic negative. Fortunately, however, the question has been 
answered in many lands under diverse conditions in a manner 
which justifies a decisive answer in the affirmative. British India 
has to-day a gold standard without a gold currency; the Nether- 
lands have had for thirty years a gold standard without a gold 
currency. Belgium is in nearly the same position. Prance has 
now a considerable stock of gold, but since 1875 she has main- 
tained at gold par several hundred millions of silver. The United 
States have done the same thing. Their $650,000,000 in silver, 
if sold in the bullion market at present prices, would net about 
$300,000,000. The difference between the face value and the 
bullion value represents the power of certain economic laws to 
maintain a token currency at par with gold. 

Three means may be counted upon to maintain a silver cur- 
rency at par with gold. These are : 

(1) Limitation of the quantity of coinage; 

(2) Acceptance of the coins at gold par for public dues, and in 
execution of ordinary contracts in legal-tender money; 

(3) The maintenance of a gold reserve or gold exchange funds. 
The limitation of the coinage in itself goes far to maintain the 

value of a currency. There is always a certain demand for legal- 
tender money, partly for settling the customary transactions of 
retail trade ; partly for the payment of more formal contracts for 
longer terms; and partly for reserves of banks and merchants 
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likely to be called upon to make money payments. It is upon the 
principle that a certain proportion of legal-tender money will be 
required even under the most adverse conditions, that the Bank 
of England is allowed to issue over £16,000,000 in bank-notes 
without any metallic reserve. In the revision of the charter of 
the Bank of England in 1844, stress was laid upon the point that 
the limit of " uncovered issues " (not protected by any metallic 
reserve) should be fixed at the minimum of the demand for bank- 
notes as shown by the previous history of the circulation. Within 
such limits it may fairly be argued that the money issued will not 
return to the issuer for redemption, because it will be constantly 
required for carrying on the internal trade of the country. This 
principle of scarcity is a potent factor in keeping up the value of 
money, but is far from being satisfactory as the sole method of 
governing the money of a country. If the principle is carried 
too far, it makes money scarce and interest rates high; if it is not 
carried far enough, it fails to maintain absolute parity by per- 
mitting the quantity of currency at times to exceed the demand. 

The acceptance of money for public dues goes far to maintain 
its value, if it is not issued in excess. This was demonstrated by 
the history of the first Treasury notes issued in the Civil War, 
which were made receivable for customs-duties at par with gold, 
a privilege which was refused to the later issues of greenbacks. 
There being a demand for a certain amount of money to pay 
customs-duties and these notes being the equivalent of gold for 
such payments, they could always command a gold price substan- 
tially fixed, so long as the supply was not beyond the demand for 
this purpose. The acceptance of any money for public dues con- 
stitutes a system of indirect redemption. So long as a vent can 
be found for the money at the custom-houses, at the post-offices, 
in the purchase of internal revenue stamps and at the tax-offices 
of city, state and nation, every holder of such money knows at 
least one place at which he can employ it at its full legal value. 
If the quantity, therefore, is not far beyond requirements for pub- 
lic dues and retail trade, this system of indirect redemption is an 
important factor in keeping up the value of the money. 

These two principles, — limitation of the coinage and accept- 
ance for public dues, — have been the controlling factors in keep- 
ing up the value of the silver coins of the United States and of 
all the countries of the Latin Union, since their value as bullion 
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fell below gold par in the early seventies. They do not in them- 
selves, however, afford the complete guaranty of stability which 
is required in a sound monetary system. The third and conclu- 
sive method is the maintenance of a gold fund, to take up any 
excess which may develop in the volume of local currency. When- 
ever an excess appears in the currency of a country, that excess 
tends to go to other countries where it is likely to earn a higher 
return. The only money which is thus accepted abroad among 
commercial nations to-day is gold. A nation, therefore, which 
proposes to maintain its currency at absolute equality with gold, 
must face the necessity of furnishing gold on demand for export. 
This is, perhaps, the most vital principle in the maintenance of a 
gold standard, — that, while tokens and instruments of credit serve 
well the purposes of interior circulation, they must respond to the 
touchstone of exchangeability with gold to meet demands abroad. 

Inasmuch, however, as the demand for gold is a demand for the 
use of the metal in other countries rather than at home, such a 
demand will be effectively met by furnishing the gold at the points 
where it is intended to be delivered. What has been done by the 
Government of the Philippine Islands is to establish a gold fund 
in New York, against which drafts can be delivered entitling the 
holder to gold at New York. It is a similar policy which is pro- 
posed by the Government of Mexico in establishing its monetary 
system upon stable foundations. It is a similar policy which will 
be recommended to the Government of China as a means of 
securing the gold standard. If gold funds are kept at the leading 
financial centres, — London, Paris, Berlin, St. Petersburg and 
New York, — drafts can be sold upon these funds whenever there 
is a demand for gold for making payments abroad. 

There is one essential condition to the successful operation of 
this system. This is that whenever drafts are sold for local cur- 
rency, the local currency paid for them shall be locked up and 
withdrawn from circulation. This operates to reduce the re- 
dundancy of the currency at home, to stiffen the rates for interest, 
and ultimately to influence the prices of commodities in a down- 
ward direction. Hence, the new system will operate under this 
arrangement with the same automatic precision, in regulating the 
volume of the currency, as in a country with a gold currency, like 
Great Britain, where the withdrawal of gold reduces the volume 
of the circulation, and by making money scarce reacts upon the 
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rates of interest. When these operations have produced their 
effect and there comes later a renewed demand for currency at 
home, that demand can be met by the deposit of gold in the re- 
serves at the leading centres, thus replenishing the stocks reduced 
by the previous demands, and releasing local currency to meet the 
demands for increased circulation. This is substantially the plan 
which has been in successful operation in British India, where 
rupees are paid out at a fixed rate for the gold coin of Great 
Britain. 

Upon a plan like this, tending to unify the currency of China 
and bring her into the circle of the great commercial nations, the 
Mexican and American Commissions on International Exchange 
secured the substantial agreement of all the great Powers of Eu- 
rope. That a national currency was desirable and that the only 
practicable means of attaining it was through a gold exchange 
standard, substantially on the lines above set forth, was the unani- 
mous expression of the Commissions appointed at London, Paris, 
The Hague, Berlin and St. Petersburg. The only difference of 
opinion upon the currency of China developed over the question, 
whether it was preferable to adopt a currency fixed from the be- 
ginning at a definite relation to gold, or to saturate the country 
with a uniform silver currency first, and afterwards take steps to 
raise it by degrees, by government and banking control over the 
exchanges, to a fixed gold value. The former plan was uniformly 
presented and urged by the Mexican and American Commissions, 
and the principle was endorsed in Prance, Germany, and Holland. 
The latter plan was considered somewhat more practicable in 
England and Russia. 

The ultimate decision of the question will undoubtedly be 
made upon the ground, in China. In order that it may be pre- 
sented properly to the Chinese Government, Professor Jenks, a 
member of the American Commission, is now on his way to China 
bearing credentials from President Eoosevelt. If careful ex- 
amination shows that the inauguration of the gold standard from 
the outset, on the basis of the Philippine currency, is surrounded 
by too many difficulties, then the other plan may be considered; 
but the American Commission was strengthened rather than 
weakened in their position by the discussions which took place at 
the various capitals. They strongly believe that no system should 
be inaugurated in China which does not provide at the outset for 



700 THE NORTH AMERICAN REVIEW. 

definite steps towards giving the currency a fixed relation to gold. 
It was for the purpose of securing stability of exchange that they 
were appointed, and that purpose they have steadily kept in view 
in their discussions with the representatives of other governments. 
In any case, they have the full approval of every leading Power 
for presenting to China the subject of giving uniformity and 
stability to her currency at the earliest practicable moment. 

Subordinate to the fundamental proposition of giving stability 
to the currency of China was the subject of approximate uni- 
formity in the currencies of other Oriental countries and de- 
pendencies. The Mexican and American Commissions suggested 
that the silver coins to be issued in Oriental countries preparing 
to reorganize their monetary systems, should be issued at a ratio 
of about 32 to 1. This ratio was chosen for the Philippines be- 
cause it corresponded roughly to the market price of silver, but 
left a sufficient margin between the face value and the bullion 
value of the new coins for fluctuations in the price of the metal. 
It is obvious that if a coin were adopted which represented the 
gold price of silver at a given moment, and silver should after- 
wards rise in price, the silver coins would become more valuable 
as bullion than as coins. They would go to the melting-pot, and 
the country would be denuded of its currency. For this reason, 
a margin of about fifteen per cent, between the bullion value of 
the coins and the value given them by law was adopted in the 
Philippines, and has caused no difficulties in the acceptance of 
the coins at their full face value. The Government of Mexico 
contemplates a similar ratio, and its wisdom was approved by the 
Governments of Great Britain and France, which are preparing 
to give a fixed gold value to their currencies in the Straits Settle- 
ments and Indo-China. 

So frequently has the word " ratio " been used as a part of the 
nomenclature of bimetallism, that it is important to state that it 
is not used in such a relation here. It is not intended, by adopt- 
ing a ratio in China or the Straits, to attempt to fix the gold price 
of silver bullion at that ratio. The ratio is simply a relation 
chosen for convenience between the weight of metal in the gold 
unit and that in the silver coins. It is not a relation of value. 
It is in the power of governments, within certain limits, to fix 
the value of coins, not of commodities. They can do this in the 
case of coins by taking into their own hands the control of the 
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supply in relation to the demand, and by offering to take care of 
the supply when it exceeds demand by taking it from the holder 
for gold. Only in this sense has a ratio been recommended. 

Upon the relation of these measures to the price of silver 
bullion, it is proper to say a word. Misapprehension has arisen 
in some quarters in the United States upon this subject, and some 
criticisms have been pronounced upon the Mexican and American 
Commissions on the ground that they were trying to " do some- 
thing for silver." It would seem that the previous record of the 
members of the American Commission, as consistent advocates of 
the gold standard, should have protected them from the imputa- 
tion of such absurd projects as were occasionally attributed to 
them. They were instructed to labor to secure stability of ex- 
change between the gold countries and the silver-using countries. 
That such stability could be secured permanently by any other 
means than the adoption by the silver countries of the gold stand- 
ard was never for a moment contemplated. 

It is not practicable, in the opinion of the American Commis- 
sion, to seek stability for silver, under present conditions, through 
any of the methods pursued under the name of bimetallism. All 
that was attempted was to ask those governments, which had occa- 
sion to make purchases of silver from time to time for their sub- 
sidiary currency or for their dependencies, to so distribute such 
necessary purchases in regard to time as to diminish the irregu- 
larity of their demands. The object of such a policy would not 
be to raise the price of silver, but simply to average the price by 
averaging the purchases. Such a policy could not be counted 
upon in itself to prevent the downward course of silver, if this 
downward course was the result of permanent economic causes. 
In so far as it might prevent an abnormal rise at one time and an 
abnormal fall at another, producing approximation at all times 
towards the mean price instead of violent movements up and 
down, such a policy would contribute primarily towards the sta- 
bility of silver bullion. What is much more important, it would 
contribute towards the stability of exchange between the gold 
countries and the silver-using countries. All that was suggested 
on this point, however, was subsidiary to placing China upon a 
definite gold basis. The views of the Mexican and American 
Commissions elicited at every capital, but one, where the subject 
was considered, the cordial approval of the Foreign Commissions, 
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and their declaration that, so far as fiscal conditions permitted, 
they would be governed in future by the policy of regularity of 
purchases. 

The ultimate aim of the project of putting China and other 
silver-using countries upon the gold standard is to promote the 
commerce of the world. The United States are interested in this 
object in a particular sense and in a general sense. In a par- 
ticular sense, they have to consider the trade of the Philippine 
Islands with China and with other silver-using countries in the 
Orient. The trade of the Philippines is already larger with gold 
countries than with silver countries, because the gold countries 
include British India, Australia and Japan, from whom are 
bought many of the necessaries of life used in the Philippines. 
If the other countries of the Orient, including not only China, 
but the English and French possessions, go upon the gold stand- 
ard, it will facilitate the trade of those countries with the Philip- 
pines to the mutual benefit of all. 

It is in the broader general sense of promoting her own export 
trade, however, that the United States is perhaps more keenly 
interested than any other country, with the possible exception of 
Great Britain, in giving stability to exchange with China. How 
important is stability of exchange in promoting trade, is known 
best to those merchants who have suffered the effects of fluctua- 
tion in wiping out their profits and driving them into the dan- 
gerous field of speculation in exchange. Between two gold-stand- 
ard countries, importer and exporter can count with certainty 
upon getting a full return in gold for the goods which they sell. 
In trade between gold and silver countries, either the exporter 
from the gold country or the importer in the silver country runs 
serious risk of finding his profits wiped out by a fall in the gold 
value of silver. If a consignment of merchandise worth $1,000 
in gold had arrived in Shanghai in July, 1902, when the price of 
silver was 24 3-16 to 24 9-16 pence, it would have brought in 
silver about 2310 Mexican dollars. A gold bill of exchange for 
the settlement of the invoice would have cost this amount to the 
Chinese importer or to the foreigner carrying on import business 
in China. Only four months later, in November, 1902, silver fell 
to a minimum of 21 5-16 pence, and it would then have cost 
about 2700 Mexican dollars to buy a bill of exchange on London 
sufficient to settle the invoice. If the importer in China had in the 
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mean time sold his goods at an estimated profit of ten per cent, 
on the silver price of July, he would have found 2540 Mexican 
dollars in his hands, or less by 160 dollars than the amount re- 
quired to pay his invoice. Thus, he would be not only without 
profit, but would be a heavy loser in interest on his money and in 
the costs of distributing his goods. 

Such conditions can only tend to bring trade to a standstill and 
to force both the exporter and importer to live from hand to 
mouth. More important, perhaps, with regard to the ultimate 
prosperity of both the gold and silver countries is the effect of 
unstable exchange upon the investment of capital. In Mexico 
it is estimated that $700,000,000 of American capital has already 
been invested for the extension of railways, the development of 
mines and the building of smelting works and factories. This 
process has recently been checked by the fluctuations in the gold 
value of silver. To a more marked degree has enterprise been 
checked in temporary loans. Capital in Mexico is still inadequate, 
and a Mexican banker can loan with prudence large sums for 
the development of the country at from 8 to 10 per cent. There 
are often times when he could get the money in Paris, Brussels 
or Berlin at 3 per cent., making five per cent, or more directly by 
reloaning it. But such loans must be repaid in gold within a short 
period. When the fall of silver within four months amounts to 
20 per cent., a banker who should make loans, even upon the best 
security at the highest rates, would be courting ruin in borrowing 
a million francs in July at a silver cost of 460,000 Mexican dol- 
lars in silver, to repay which it would cost him in November 
550,000 silver dollars. His profits in interest in six months would 
be 11,250 silver dollars ; his loss, by the fall of exchange, in trans- 
ferring the money back to Europe would be 90,000 silver dollars. 

Thus, the borrower in a silver country can under present condi- 
tions look for no aid abroad. The promoter of new enterprises is 
prevented from taking any steps to develop the natural resources 
of the country. The loss is perhaps equally great to the owner 
of capital in the gold country, who could himself invest at a 
handsome profit in loans, in bills of exchange and in the shares 
of mines and railways in Mexico and China, if he could count 
upon a safe return. The rupture of the par of exchange between 
gold and silver countries has undoubtedly done much to divide 
the world into two halves, — those using gold and those using 
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silver. It has tended to congest unused capital in the rich coun- 
tries, with a depressing effect upon rates of interest, the return 
upon the investments of widows, orphans and those who hope to 
save a competence for old age, and has left the silver countries to 
struggle along with insufficient means for developing the treasures 
of nature which are locked in their soil. This rupture of the par 
of exchange was always one of the strongest arguments in favor 
of international bimetallism, but international bimetallism in- 
volved too great a reversal of the policy of the gold countries to 
be a workable remedy, even if it were in any sense a desirable one. 
The Commission on International Exchange are seeking a remedy 
along those lines, which, without impairing in any way the gold- 
standard system of the advanced countries, will make possible 
again the free flow of capital and enterprise between those coun- 
tries and the undeveloped countries, whose virgin soil needs their 
touch to enter upon the great career of economic development 
which has marked the history of the gold - standard, machine- 
using, capitalistic countries during the past half century. 

It was a high tribute to the disinterestedness of the United 
States that China should appeal to her for assistance in putting 
her monetary system on a sound basis. If Secretary Hay succeeds 
in carrying out the project for a uniform monetary system in 
China, he will add another shapely stone to the edifice of diplo- 
matic triumphs which he has raised by securing the open door 
and protecting the integrity of China. The interest of Americans 
in China is simply to find wider markets. This is an interest 
which is consistent in every way with the progress and prosperity 
of China. Wide markets can best be found by increasing the 
purchasing power of the Chinese people. Increased purchasing 
power is the result of increased prosperity, of which a sound cur- 
rency, as America herself has found to her cost, is a vital element. 
The fact that the United States were in a better position, perhaps, 
than any other country to take the lead in presenting the subject 
to China was freely acknowledged at many European capitals. It 
is to be hoped that the opportunity thus opened to enhance our 
national prestige, as well as to increase our commerce, will be ac- 
cepted with the same foresight and enlightened courage which 
have marked the other measures of our policy in the Orient. 

Charles A. Conant. 



